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There is always a question of sustainability of budget for both developed and developing 
countries. This study considered the case of Brazil, Russia, India, China, and South Africa 
(BRICS) countries and tested the sustainability of budget of each country over the period 
of 2000Q1 to 2018Q4. From the autoregressive distributed lag (ARDL) estimation, it 
showed that the entire model for each BRICS country is sustainable in the long run, which 
indicated sustainable budget. Brazil’s empirical finding denoted that both government 
expenditure (LGEXPEN) and real gross domestic product (LRGDP) impacts government 
revenue (LGREV) positively and significantly in the long run equilibrium. Additionally, 
empirical finding in Russia signified that LGEXPEN and LRGDP impacts LGREV 
positively and significantly in the long run equilibrium. In the case of India and China, the 
finding also signified that LGEXPEN and LRGDP impacted LGREV positively and 
significantly in the long run equilibrium. However, South Africa’s empirical findings 
suggested that only LGEXPEN influenced LGREV positively and significantly. On the 
other hand, LRGDP influenced LGREV negatively and insignificantly in the long run 
equilibrium. Besides that, ARDL bound test result indicated that Brazil and South Africa 
do not have a long-run relationship between variables. Meanwhile, Russia, India and China 
ARDL bound test showed that government revenue, government expenditure and real GDP 
have a long-run relationship.  
 
Keywords: Government revenue, government expenditure, GDP, budget sustainability,  





Menguji Kemampanan Bajet di Negara-Negara Brazil, Rusia, India, China dan  




Persoalan mengenai kemampanan bajet bagi negara maju dan membangun tidak pernah 
lekang. Kajian ini menggunakan negara-negara Brazil, Rusia, India, China dan Afrika 
Selatan (BRICS) dan menguji kemampanan bajet setiap negara BRICS dari 2000Q1 
hingga 2018Q4. Dari anggaran ‘autoregressive distributed lag’ (ARDL), keputusan 
menunjukkan bahawa model untuk setiap negara BRICS adalah mampan dalam jangka 
panjang. Hasil ujian empirikal Brazil menunjukkan bahawa perbelanjaan kerajaan 
(LGEXPEN) dan produk domestik kasar sebenar (LRGDP) memberi kesan kepada hasil 
kerajaan (LGREV) secara positif dan ketara dalam keseimbangan jangka panjang. Selain 
itu, penemuan empirikal di Rusia juga menandakan LGEXPEN dan LRGDP memberi 
kesan LGREV secara positif dan ketara dalam keseimbangan jangka panjang. Dalam kes 
India dan China, ujian empirikal menunjukkan bahawa LGEXPEN dan LRGDP memberi 
kesan kepada LGREV secara positif dan ketara dalam keseimbangan jangka panjang. 
Walaubagaimanapun, penemuan empirical Afrika Selatan menunjukkan bahawa hanya 
LGEXPEN mempengaruhi LGREV secara positif dan ketara. Sebaliknya, LRGDP 
mempengaruhi LGREV secara negatif dan tidak berada dalam keseimbangan jangka 
panjang. Ujian ARDL Bound menunjukkan bahawa Brazil dan Afrika Selatan tidak 
mempunyai hubungan jangka panjang. Manakala Rusia, India dan China menunjukkan 
bahawa LGEXPEN, LGREV dan LRGDP mempunyai hubungan jangka panjang. 
 
Kata kunci: Pendapatan kerajaan, perbelanjaan kerajaan, keluaran dalam negara  
        kasar (KDNK), kemampanan bajet, ARDL 
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1.1       Overview 
As the United States of America (USA) convalesce from the 2008 global financial 
crisis, some European and emerging countries like Brazil, Russia, India, China, and South 
Africa (BRICS) have been buried in a supreme debt emergency. But luckily for BRICS, it 
bounced back reasonably fast from the 2008 global financial crisis. The worldwide recession 
and the shadowing increase in fiscal deficiency have restored eagerness for both internal and 
external debt sustainability issue of the exceedingly obligated developed and developing 
countries. To manage the recessionary stage more than the majority, governments have been 
ensuing counter patterned fiscal policies by giving a vast financial boost to their economies. 
This has prompted expanded spending deficiencies and intensifying of the financial debt 
sustainability pointers. 
 
Be it public or private sector or an individual, all is needed to set up a budget to 
manage assets appropriately, to achieve its objectives. The budget is a principal mechanism 
to educate governments because the services they offer are not subject to market rivalry like 
those provided by private sectors. Shah (2007) stated that a budget is an accumulation of 
records involving an illustration of the incomes and expenditures of a government, related 
with the dealings that are gotten ready for accomplishing specific commitments, inside a 
given period. In this manner, preparing a budget is crucial for governments procedural. 
 
According to Adams, Ferrarini, and Park (2010), fiscal sustainability is the state 
where the government budget can be smoothly financed without generating instable 
increases in public debt (or money supply) over time. When fiscal sustainability is met, the 
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budget is said to be sustainable and, conversely, when the condition is not met. In some 
contexts, it is useful to draw an explicit distinction between static fiscal sustainability (when 
the budget can be financed smoothly period by period) and dynamic fiscal sustainability 
(when the budget does not lead over time to explosive increases in public debt). Loosely, 
static sustainability refers to the ability of the government to fund its budget on a period-by-
period basis (funding liquidity) while dynamic sustainability is concerned with very long-
term fiscal solvency. Both static and dynamic fiscal sustainability are important, and threats 
to either or both can have implications for financial stability. 
 
According to Hartwell and Signorelli (2015), albeit the process of budgeting itself is 
in place and functioning realistically, it is just a discrete glimpse of an endless procedure; it 
is this dynamic nature of financial plans, given their yearly return and noteworthiness to the 
activities of the government, that displays hiccups that may emerge in developing and 
transition economies. Alternatives made during planning could and will influence the 
economy, just as effect the flood of incomes that comes in to cushion the financial plan. This 
consequently will influence future planning choices. Besides, surprising events and crises 
can likewise stress the government tasks and should likewise be represented. 
 
Budgets branches into three wide competences comprises economic, political, and 
legal. In this case, economic, because they are a movement of planning, controlling, and 
overseeing undertakings, proposed to modify wages and costs and to assign open resources 
successfully with a particular ultimate objective that is to support social government 
assistance of the individuals. The spending plans set up which exercises will be consolidated 
such that the quality, sum, and nature of administrations that are watched out for the 
individuals and how resources will be gotten and assigned. Planning bolster the experts to 
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check if the surges of livelihoods and costs in the midst of the financial period develop as 
arranged and if operational changes are required. At the completion of the financial period, 
connections of planning with bookkeeping reports allows an appraisal of whether the floods 
of salaries and costs were according to necessities or not (Veiga, Kurian & Ardakanian, 
2015). 
 
There are a few sorts of budgets. Operating or current budget revolves around 
progressing tasks while capital or development budget is all about new long-term resources, 
for instance, land. With respect to development or capital budget, because they are providing 
for procurement and development of advantages that create benefits for long-term, it is 
recommended that they ought not to be financed by charges in a year, yet rather by obligation 
that is to be reimbursed over a period that expands more distant into what's to come. 
Furthermore, there are reserves budget, which covers programs like roadways that are 
usually financed by income sources like natural gas. 
 
The way the budget is meticulously prepared and exhibited, as far as its amounts and 
structure, impacts the allotment of assets and the government's ability to screen and control 
its tasks. In this manner, extensive consideration has been devoted to building up the 
attractive shape and substance of the budget. 
 
Besides, taking into consideration the correlations after some time and crosswise 
over governments, it is vital to set up standard characterisations for revealing incomes and 
expenditure, and principles for the structure and components of the budget. According to 
Veiga, Kurian and Ardakanian (2015), commonly, no less than three groupings of costs are 
embraced comprises of financial, functional and organisational. For revenues, the financial 
classification is the most widely recognised. A characterisation framework differs in each 
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country. Global associations, namely the International Monetary Fund (IMF) have a standard 
order framework that is to be taken into consideration between cross-country correlations.  
The IMF economic classification of expenses includes eight categories as shown in Figure 
1.1; 
 
Figure 1.1: IMF Economic Classification of Expense 
 
The functional characterisation has 10 different parts that is public administrations, 
security, public order and safety, economic affairs, environment protection, housing and 
amenities, health, recreation, culture, and religion; education, and social security that are too, 
separated in subcomponents. 
 






















Figure 1.2: Revenue 
 
Mullins (2017) expressed that governments can budget successfully only in the event 
that they have the independence to decide their expenses and incomes and utilising their 
assets properly, which relies upon the level of political, regulatory and monetary 
decentralisation. Planning in developing countries displays extra difficulties. On the revenue 
side, numerous governments confront troubles in expanding their assets. On the expenditure 
side, the budget, for the most part, is to take care of operating expenses. For this reason, the 
administration of natural assets, great administration practices, and clear responsibility is 
paramount to guarantee the productivity and sustainability of the government. 
 
Strikingly, the sovereignty of a government is critical for its capacity to borrow not 
only locally, but globally as well. This is important for the government of emerging 
countries, which likewise, on occasion, needs to depend on global banks. Governments, 
parallel to people, are compelled in their capacity to acquire. Indeed, this is imperative for 
the government's verdicts in issuing loans, executing taxes or printing bills to fund shortfalls. 
Notwithstanding, government-budget is inclined to move between balance, excess, and 
shortage. It is, thus, indispensable to analyse the government expenditure after some time, 
to be precise, the intertemporal budget. 
 
The notion of this research is to become familiar with the outcomes of the monetary 
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emergency that have come out of the global financial crisis and been showed in the genuine 
destabilisation of the maintainability of the government financial plan. For instance, if a 
nation confronted shortfalls before the emergency, all things considered, during the 
emergency the authorities would be not able to hold the degree of the deficiency beneath the 
restriction of 3 percent, as endorsed by the Maastricht rule. Thus, nearly simultaneously, all 
different pointers that impact open obligation expand record negative patterns, consequently 
squeezing the degree of nation's obligations. Which then most nations in the midst of 
emergency recorded a staggering growth on a lot of debts in GDP (Reinhart & Rogoff, 2009). 
Therefore, all referenced may prompt surpassing the degree of debts supportability, which 
implies that the obligation begins to rise quicker than the account holder's capacity to settle 
it. 
 
The financial crisis could be characterised in a few distinctive ways. Laeven and 
Valencia (2009) mentioned that a crisis could be unfolded into different views in which the 
financial institutions and corporate divisions of each country confront real trouble. Financial 
emergencies mostly occurred in developing or emerging markets, but they also influence 
different markets. Hence, in time of emergency, the government budget is highly likely to 
face real damage. The decrease in financial action is regularly associated with joblessness 
and retirement rate builds, which brings expanded use from the budget as social advantages, 
helps and diverse appropriations. Unmistakably regardless of the decrease in their monetary 
action, the administration needs to guarantee the sustainability of their financial abilities. 
 
Long-term budget sustainability plays an important role. Financial shortage or deficit 
that is financed via peripheral borrowing will trigger external debt trouble and 
straightforwardly decreasing external sustainability. The collection of huge debts mostly 
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produces an obligation that makes a perpetual atmosphere of fiscal instability in some 
countries. For countries in the financial union, this is significant as debt-servicing 
commitments swarm out assets for social administrations and consequently, leads to 
destitution. 
 
Additionally, extended financial imbalances by one-part state would deliver negative 
externalities in the whole fiscal union through an expansion in real interest rates, a decrease 
in the public investment, and the crumbling of development potential for all entities. What 
is more, a financial strategy (budgetary course) that is not manageable would undermine the 
capacity of the national bank to keep up with the financial dependability in the long run. 
Thence, this will bring about high inflation caused through national bank financing of the 
fiscal deficiency (an adaptation of the deficit). 
 
Nowadays, the knowledge of the budget's sustainability is vital in various regards. A 
country's financial expert need to keep finances sustainable with a specific end goal to give 
a solid foundation for financial development in the country for a considerable length of time 
to come. On the off chance that the budget is not sustainable, it will influence the economy 
of the country. This is proving by the way that the public sector represents a vast piece of 
the aggregate production in many countries. Besides, it is the general population that gives 
the establishments and services, which are essential for the ordinary capacity of an 
organisation. 
 
Study of budget sustainability is not essential just in the present situation of the 
business sectors enormous players. It is a talked-about issue in rising and less developed 
countries as well. As per Sarvi (2011), in less developed countries, the public sector is 
typically more delicate and inclined to economic shocks than in developed ones. This is on 
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the grounds that the general population of these economies is helpless against the 
fluctuations of the exchange rate, commodity price (like the cost of oil), changes in loan fee 
on government debt, binges of high inflation and political turmoil. Previously, many 
developing business sector economies have encountered emergencies that have been firmly 
attached to issues out in public finance. Some of these emergencies have prompted debt-
rebuilding endeavors initiated by the IMF and some have prompted out and out default.  
 
Subsequently, when deficits wind up plainly inordinate and debt detonates, a 
governments’ dissolvability will be very much debilitated. Debtors are viewed as dissolvable 
if they can reimburse their debts and interest out of future income. Market analysts have an 
obviously characterised model for resolvability, to be specific regarding the intertemporal 
budget constraint. Be that as it may, vulnerability about the satisfaction of this circumstance 
can undermine the certainty the market requires regarding the government’s solvability and, 
hence, dry out the liquidity essential for renegotiating new or developing debt. The rising 
danger of default because of a liquidity emergency may then power an administration to 
change the arrangement, regardless of the possibility that it is dissolvable, and its obligation 
is in a general sense reasonable. 
 
Having said that, a budget that is neither economical nor sustainable will impel a 
rising obligation joined with long term issues, for instance, the statistic change, which 
influences the harmony between the number of individuals of the human resource and 
number of retirees, have cautioned finance specialists to concentrate the issue in detail. On 
that note, Sarvi (2011) said that some EU countries like Greece, Ireland, Portugal, Spain and 
Italy are now in a bad position with their government budget that is reflected in the high 
return requested from the government bonds of their own countries. As of this minute, 
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Greece, Ireland, and Portugal have effectively gotten help from other member states. It has 
been contended that the hidden issue in EU is the delicacy of banks and the money sector, 
not simply the society. 
 
In this light, as the world economy gradually recuperates from the profound and 
world-spread recession of late years, numerous countries go up against intense monetary 
lopsided characteristics. How much time they need to manage these irregular characteristics 
is a prevailing inquiry, the remarkable quality of which can just have been expanded by the 
progressing monetary emergency and bailout in Greece and the quick financial conformities 
being talked about or as of now embraced in a few different countries. Acceptingly, it is hard 
to know when a specific country may experience a financial emergency, given here and now 
and long haul fiscal projections for them and expected approach reactions. A country’s 
political condition and financial establishments matter, as well, for they give a perusing of 
the simplicity or trouble with which required modification can happen. 
 
Moreover, a specific financial strategy is considered as reasonable, if, therefore of 
its long haul pursuit, the debt to GDP proportion toward the end of the period under audit is 
not higher than at present disregarding fiscal weights anticipated that would appear amid 
that period. In like manner, a monetary policy that does not meet these prerequisites amid a 
long-haul increment in consumption or decrease in income is not practical. The ideas do 
exclude any data about the potential decrease in a financial lopsidedness. Distinguishing the 
potential methods for reviewing such irregularity is an approach program that is controlled 
by the authority. The important lessening of current essential income shortages might be 
accomplished by expanding public revenue through raising taxes and/or government 
managed savings commitments; the option choice is open spending cuts. 
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Both alternatives have indistinguishable impacts under the model counts that 
overlook the behavioral reaction of people to changes in the assessment and government 
managed savings proportion. Subsequently, with a specific end goal to stay away from any 
emergencies among society and the economy everywhere, it is profitable for financial 
specialists to screen the sustainability of the budget and advise politicians of any critical 
advancement around the specific discipline.  
 
1.2       BRICS 
 
So, to state, Brazil is not akin to most nation-states. Its economy is caught in a 
heartbreaking circumstance and its financial credibility is crumbling rapidly. Gone up 
against the likelihood of public finances falling out of hands, policymakers in Brazil have 
put their feet in the mud. Acceptably, Brazil is a monetary pit and beginning today, they are 
so far tunneling. As per Hakim (2016), the Lula model may carry some fault, however not 
on the grounds that it is inalienably imperfect. Or maybe, it is a model that, while generally 
simple to actualise when monetary conditions are positive, requests a level of political 
discipline hard to manage when conditions turn harsh. Like most governments, the Lula 
organisation could not avoid the compulsion to spend openly in the blast years and not put 
something aside for harder circumstances. Not long after Rousseff took office, the price of 
commodities dropped around the world, and development rates plunged pointedly. This 
results to the fall of government incomes, however budgetary commitments and 
consumptions remained generally unaltered. Also having said that, shortfalls swelled, 
expansion progressively debilitated, joblessness edged up and people, in general, started to 
lose trust in the Rousseff’s administration. What was required were unequivocal spending 
reductions to make up for declining tax revenues.  
